
 

From: Waitkus, Robert
 
To: *TE/GE-EO-F990-Revision; 

CC: Pattara Theresa; Schultz Ronald J; 
Subject: Cleveland Clinic comments on IRS Proposed Redesigned Form 990 

Date: Friday, September 14, 2007 4:16:02 PM 

Attachments:	 CCF Final Comments to IRS 9 14 2007 (2).pdf 
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Dear Director Lerner, 

On behalf of the Cleveland Clinic Health System, my colleague, Stephanie Switzer, and I would like to submit the 
attached comments regarding the proposed redesigned Form 990 and supporting schedules. We respectfully 
request that the Service take our comments into account in finalizing the redesign of the Form 990. Please feel 
free to call me at (216) 445 2526, or Stephanie at (216) 297 7024 if you would like to discuss our comments or 
thoughts on the redesigned form. 

Thank you for your time and consideration. 

Regards, 

Bob Waitkus 

Robert F. Waitkus | Senior Director Taxation & Compliance |Division of Finance 
Cleveland Clinic | 9500 Euclid Ave. | Cleveland, OH 44195 | (216) 445-2526 

===================================
 

Cleveland Clinic is ranked one of the top hospitals
 
in America by U.S. News & World Report (2007). 

Visit us online at http://www.clevelandclinic.org for
 
a complete listing of our services, staff and
 
locations.
 

Confidentiality Note: This message is intended for use
 
only by the individual or entity to which it is addressed
 
and may contain information that is privileged,
 
confidential, and exempt from disclosure under applicable
 
law. If the reader of this message is not the intended
 
recipient or the employee or agent responsible for
 
delivering the message to the intended recipient, you are
 
hereby notified that any dissemination, distribution or
 
copying of this communication is strictly prohibited. If
 
you have received this communication in error, please
 
contact the sender immediately and destroy the material in
 
its entirety, whether electronic or hard copy. Thank you.
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From: Sandman, Todd 

To: *TE/GE-EO-F990-Revision; 

CC: 

Subject: Comments on Form 990 Revisions - Presbyterian Healthcare Services - 09/14/07 

Date: Friday, September 14, 2007 4:05:01 PM 

Attachments: irs comment schedh phs final 091407.doc 

Thank you for the opportunity to comment. 

Todd Sandman 
Director of Public and Government Relations 
Presbyterian Healthcare Services 
(505) 923-6578 

============================================================================== 
--- PRESBYTERIAN HEALTHCARE SERVICES DISCLAIMER ---

This message originates from Presbyterian Healthcare Services or one of its affiliated organizations. It 
contains information, which may be confidential or privileged, and is intended only for the individual or 
entity named above. It is prohibited for anyone else to disclose, copy, distribute or use the contents of this 
message. All personal messages express views solely of the sender, which are not to be attributed to 
Presbyterian Healthcare Services or any of its affiliated organizations, and may not be distributed without 
this disclaimer. If you received this message in error, please notify us immediately at postmaster@phs.org. 

If you would like more information about Presbyterian Healthcare Services please visit our web site http:// 
www.phs.org 
============================================================================== 
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September 14, 2007


Internal Revenue Service


Form 990 Redesign, SE:T:EO


1111 Constitution Avenue, NW


Washington, D.C. 20224


RE:  Comments on revised form 990 and Schedule H 


On behalf of Presbyterian Healthcare Services, a private, not-for-profit healthcare system serving New Mexico since 1908, thank you for the opportunity to comment on the revised form 990 and the proposed Schedule H (Hospitals), released for comment on June 14, 2007.  


We appreciate the work that the IRS has put into the new form and schedules and its openness to comments from the hospital community.  We do believe that a hospital-specific schedule is appropriate, but we have serious concerns about Schedule H as proposed.  We are proud of our community benefit activities and programs, which include $20 million in free medical care in 2006 to patients without the means to pay, sustaining critical hospitals and programs throughout our state at a loss, and much more.


Based on our initial reviews, we have three primary concerns with Schedule H as proposed that we are asking the IRS to address: 


· The filing deadline is far too short and should be extended;


· The full value of hospital community benefit would not be reflected by the information reported; and


· Information that is unrelated to community benefit and not meaningful to the public should be removed from the form.    


A.
Implementation should be delayed until 2010 to accommodate the delay the IRS anticipates in issuing instructions, as well as the need to adjust or create systems to capture the required financial information. 


We are committed to transparency.  However, the burden of having to reconfigure financial and data record-keeping systems in time to begin capturing by January 1, 2008 the substantial amount of data required just for the Part I Community Benefit Report is itself significant.  The task is further made virtually impossible by the fact that the instructions and worksheets that would define the data requirements are not expected to be finalized until mid-2008.  To require hospitals to overhaul financial and data record-keeping systems before the definitions, line item instructions and worksheets have been completed will result in unnecessary expense and costly disruption. Our concern is that these unnecessary costs would ultimately result in a higher cost of care to the communities we serve.


Given the number of questions and concerns about the proposed Schedule H that have surfaced, we urge the IRS to consider providing a second draft in 2008 and allowing for another review period, with the goal of finalizing the schedule by December 31, 2008 and extending the effective date of the revised form and schedules to tax year 2010.  That would give hospitals sufficient time during 2009 to revise their financial and data record-keeping systems in order to be ready in 2010 to track and capture the information that will need to be reported. 


B.
The full value of the benefits hospitals provide should be included in Schedule H.


Hospitals qualify for the charitable purpose of promoting health by meeting the community benefit standard.  The community benefit standard permits us to tailor our programs and services to the needs of our individual communities.  Among those needs is providing care for elderly Medicare patients and low-income patients who may not be able to afford the costs of their care.  Yet we provide their care proudly, and the costs we absorb in doing so should be reflected as a community benefit on Schedule H.


· The unreimbursed costs of providing Medicare services rightfully qualify as community benefit and should be reportable as such in Schedule H.  Like Medicaid, Medicare often does not pay the full cost of patient care.  As a result, our hospitals must absorb and compensate for these underpayments.


· Medicare currently reimburses hospitals less than the cost of care for 17 of the most frequently-billed Medicare DRG’s (Modern Healthcare, April 23, 2007).  The Medicare Payment Advisory Commission (MedPAC) in its March 2007 report to Congress cautioned that hospital margins are reaching a 10-year low at negative 5.4 percent.  In 2006, the net reimbursement for services provided to Medicare patients in our hospitals was more than $30 million less than our cost to provide these services.


· Moreover, an increasing number of Medicare beneficiaries are also low-income.  More than 46 percent of Medicare spending is for beneficiaries whose income is below 200 percent of the federal poverty level.  We see no reason to distinguish between the community benefit of serving the Medicaid population at below cost and the community benefit of similarly serving those entitled to Medicare.


· As a charitable community-based health care provider, we do not select the patients we serve as other providers in the community may choose to do.  Medicare underpayments represent a real cost of serving members of our community and should be counted as community benefit. 


C.
Schedule H needs to be streamlined to eliminate questions that are burdensome and confusing, and questions that fail to provide meaningful information to the community.


· The proposed chart on Schedule H, Part II relating to billing should be eliminated.  That information has no bearing on determining whether a hospital is meeting the community benefit standard.  These forms should not be used to create new reporting standards that may provide information to payers and competitors that will put the reporting hospital at a competitive disadvantage when negotiating payment rates.  Similar information is not required from for-profit hospitals, nor reported by those hospitals in any public forum.

· Relevant information is already provided in other parts of the Form 990.  Detailed information on charity care will be provided in Part I of Schedule H.  Information related to a hospital’s revenues and Medicare and Medicaid payments will be included in Form 990. Duplicate entries should be avoided.

· The information requested in the chart found in Schedule H, Part II, Section A is unduly burdensome. In addition, some of the information requested is competitively sensitive.

D. Additional comments on the revised 990, including schedule k.


· Questions 4 and 5b of Schedule K, Part III should be limited to reporting any amount of private use exceeding the allowable 5% limit and should only require reporting contracts, agreements, and third-party usage that does not meet any safe harbor and thus truly constitutes “private use.” See Schedule R, Part V, Transactions with Related Organizations and Noncharitable Exempt Organizations.


· With respect to the “Core Form, Part I, Summary,” we are concerned that displaying this information in such a limited form and at such a prominent place on the return face will serve only to confuse and mislead the reader.  All of the information that would be provided on this summary is provided within the return body or on accompanying schedules and is done so with better descriptions and in a better context.  It is our belief that the prominence and content of this “summary” is inconsistent with how the IRS gathers similar information in other schedules and returns.

· Question 4 of Schedule K, Part III, “Private Use,” requires the disclosure of the “highest percentage” of a bond-financed project that was subject to either a management contract or a research agreement.  Under Rev. Proc, 97-13  and 97-14, management contracts and research agreements do not constitute private use if their terms satisfy certain criteria.  Therefore, most bond issuers do not maintain an inventory of contracts and agreements that comply with these requirements.  Maintaining such an inventory and calculating the percent of each bond project that is under any such contract would impose an additional reporting burden that is not supporting compliance with existing laws and regulations.

· Question 5b, Schedule K, Part III also asks for the “highest percentage of use” of a bond-financed project by a third party, even though that usage may not be “private use” per current regulations.  This is an additional reporting burden that is not supported by any law or regulation relating to tax-exempt financing and it gives the reading public the false impression that all such use constitutes inappropriate private use.

We recognize that there are other concerns about Schedule H, Form 990 and many other schedules.  We urge you to work with the hospital community and other stakeholders to identify and resolve those issues before asking us to file a new Form 990 or any of its schedules.


Thank you for the opportunity to comment on draft Schedule H.  


Sincerely,


James H. Hinton


President and CEO


Presbyterian Healthcare Services


P.O. Box 26666


Albuquerque, NM 87125-6666


(505) 923-5700


� HYPERLINK http://www.phs.org ��www.phs.org�








Presbyterian serves to improve the health of individuals, families and communities.
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September 14, 2007 

Internal Revenue Service 
Form 990 Redesign, SE:T:EO 
1111 Constitution Avenue, NW 
Washington, D.C. 20224 

RE: COMMENTS ON REVISED FORM 990 AND SCHEDULE H 

On behalf of Presbyterian Healthcare Services, a private, not-for-profit healthcare system serving New 
Mexico since 1908, thank you for the opportunity to comment on the revised form 990 and the proposed 
Schedule H (Hospitals), released for comment on June 14, 2007.  

We appreciate the work that the IRS has put into the new form and schedules and its openness to comments 
from the hospital community.  We do believe that a hospital-specific schedule is appropriate, but we have 
serious concerns about Schedule H as proposed.  We are proud of our community benefit activities and 
programs, which include $20 million in free medical care in 2006 to patients without the means to pay, 
sustaining critical hospitals and programs throughout our state at a loss, and much more. 

Based on our initial reviews, we have three primary concerns with Schedule H as proposed that we are 
asking the IRS to address:  

o	 The filing deadline is far too short and should be extended; 
o	 The full value of hospital community benefit would not be reflected by the information reported; 


and 

o	 Information that is unrelated to community benefit and not meaningful to the public should be
 

removed from the form.     


A. IMPLEMENTATION SHOULD BE DELAYED UNTIL 2010 TO ACCOMMODATE THE 
DELAY THE IRS ANTICIPATES IN ISSUING INSTRUCTIONS, AS WELL AS THE NEED TO 
ADJUST OR CREATE SYSTEMS TO CAPTURE THE REQUIRED FINANCIAL INFORMATION. 

We are committed to transparency.  However, the burden of having to reconfigure financial and data 
record-keeping systems in time to begin capturing by January 1, 2008 the substantial amount of data 
required just for the Part I Community Benefit Report is itself significant.  The task is further made 
virtually impossible by the fact that the instructions and worksheets that would define the data requirements 
are not expected to be finalized until mid-2008.  To require hospitals to overhaul financial and data record-
keeping systems before the definitions, line item instructions and worksheets have been completed will 
result in unnecessary expense and costly disruption. Our concern is that these unnecessary costs would 
ultimately result in a higher cost of care to the communities we serve. 

Given the number of questions and concerns about the proposed Schedule H that have surfaced, we urge 
the IRS to consider providing a second draft in 2008 and allowing for another review period, with the goal 
of finalizing the schedule by December 31, 2008 and extending the effective date of the revised form and 
schedules to tax year 2010.  That would give hospitals sufficient time during 2009 to revise their financial 
and data record-keeping systems in order to be ready in 2010 to track and capture the information that will 
need to be reported. 

Presbyterian serves to improve the health of individuals, families and communities. 



B. THE FULL VALUE OF THE BENEFITS HOSPITALS PROVIDE SHOULD BE INCLUDED 
IN SCHEDULE H. 

Hospitals qualify for the charitable purpose of promoting health by meeting the community benefit 
standard.  The community benefit standard permits us to tailor our programs and services to the needs of 
our individual communities.  Among those needs is providing care for elderly Medicare patients and low-
income patients who may not be able to afford the costs of their care.  Yet we provide their care proudly, 
and the costs we absorb in doing so should be reflected as a community benefit on Schedule H. 

o	 The unreimbursed costs of providing Medicare services rightfully qualify as community 
benefit and should be reportable as such in Schedule H.  Like Medicaid, Medicare often does 
not pay the full cost of patient care. As a result, our hospitals must absorb and compensate for 
these underpayments. 

o	 Medicare currently reimburses hospitals less than the cost of care for 17 of the most 
frequently-billed Medicare DRG’s (Modern Healthcare, April 23, 2007). The Medicare 
Payment Advisory Commission (MedPAC) in its March 2007 report to Congress cautioned 
that hospital margins are reaching a 10-year low at negative 5.4 percent.  In 2006, the net 
reimbursement for services provided to Medicare patients in our hospitals was more than $30 
million less than our cost to provide these services. 

o	 Moreover, an increasing number of Medicare beneficiaries are also low-income.  More than 
46 percent of Medicare spending is for beneficiaries whose income is below 200 percent of 
the federal poverty level.  We see no reason to distinguish between the community benefit of 
serving the Medicaid population at below cost and the community benefit of similarly serving 
those entitled to Medicare. 

o	 As a charitable community-based health care provider, we do not select the patients we serve 
as other providers in the community may choose to do.  Medicare underpayments represent a 
real cost of serving members of our community and should be counted as community benefit.  

C. SCHEDULE H NEEDS TO BE STREAMLINED TO ELIMINATE QUESTIONS THAT ARE 
BURDENSOME AND CONFUSING, AND QUESTIONS THAT FAIL TO PROVIDE MEANINGFUL 
INFORMATION TO THE COMMUNITY. 

o	 The proposed chart on Schedule H, Part II relating to billing should be eliminated.  That 
information has no bearing on determining whether a hospital is meeting the community benefit 
standard.  These forms should not be used to create new reporting standards that may provide 
information to payers and competitors that will put the reporting hospital at a competitive 
disadvantage when negotiating payment rates.  Similar information is not required from for-profit 
hospitals, nor reported by those hospitals in any public forum. 

o	 Relevant information is already provided in other parts of the Form 990.  Detailed information on 
charity care will be provided in Part I of Schedule H.  Information related to a hospital’s revenues 
and Medicare and Medicaid payments will be included in Form 990. Duplicate entries should be 
avoided. 

o	 The information requested in the chart found in Schedule H, Part II, Section A is unduly 

burdensome. In addition, some of the information requested is competitively sensitive.
 

Presbyterian serves to improve the health of individuals, families and communities. 



D. ADDITIONAL COMMENTS ON THE REVISED 990, INCLUDING SCHEDULE K. 

o	 Questions 4 and 5b of Schedule K, Part III should be limited to reporting any amount of private 
use exceeding the allowable 5% limit and should only require reporting contracts, agreements, and 
third-party usage that does not meet any safe harbor and thus truly constitutes “private use.” See 
Schedule R, Part V, Transactions with Related Organizations and Noncharitable Exempt 
Organizations. 

o	 With respect to the “Core Form, Part I, Summary,” we are concerned that displaying this 
information in such a limited form and at such a prominent place on the return face will serve only 
to confuse and mislead the reader.  All of the information that would be provided on this summary 
is provided within the return body or on accompanying schedules and is done so with better 
descriptions and in a better context.  It is our belief that the prominence and content of this 
“summary” is inconsistent with how the IRS gathers similar information in other schedules and 
returns. 

o	 Question 4 of Schedule K, Part III, “Private Use,” requires the disclosure of the “highest 
percentage” of a bond-financed project that was subject to either a management contract or a 
research agreement.  Under Rev. Proc, 97-13  and 97-14, management contracts and research 
agreements do not constitute private use if their terms satisfy certain criteria.  Therefore, most 
bond issuers do not maintain an inventory of contracts and agreements that comply with these 
requirements.  Maintaining such an inventory and calculating the percent of each bond project that 
is under any such contract would impose an additional reporting burden that is not supporting 
compliance with existing laws and regulations. 

o	 Question 5b, Schedule K, Part III also asks for the “highest percentage of use” of a bond-financed 
project by a third party, even though that usage may not be “private use” per current regulations. 
This is an additional reporting burden that is not supported by any law or regulation relating to 
tax-exempt financing and it gives the reading public the false impression that all such use 
constitutes inappropriate private use. 

We recognize that there are other concerns about Schedule H, Form 990 and many other schedules. We 
urge you to work with the hospital community and other stakeholders to identify and resolve those issues 
before asking us to file a new Form 990 or any of its schedules. 

Thank you for the opportunity to comment on draft Schedule H. 

Sincerely, 

James H. Hinton 
President and CEO 

Presbyterian serves to improve the health of individuals, families and communities. 
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